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IncludIng capabIlItIes of 
local actors In regIonal 
economIc development
empirical results of local seaweed industries in 
sulawesi
Stimson, et al. (2009) developed one of the most relevant and well known model for Regional Eco-
nomic Development. This model covers the most important factors related to economic develop-
ment question. However, this model excludes the social components of development. Local com-
munity should be included in terms of the development of a region. This paper introduced to the 
Stimson model “Skills” and “Knowledge” at the individual level for local actors indicating the ca-
pabilities at the individual level and introduced “Human Coordination” for the capabilities at the 
collective level. In our empirical research we looked at the Indonesian seaweed market with a spe-
cific focus on the region of Baubau. This region was chosen because there are hardly any economic 
developments. Furthermore this study focuses on the poorer community who are trying to improve 
their situation by the cultivation of Seaweed. Eighteen local informants was interviewed besides 
additional interviews of informants from educational and governmental institutions in the cities 
of Jakarta, Bandung and Yogyakarta. The informants selected had a direct or indirect relationship 
with the region of Baubau. With the support of the empirical data from this region we can confirm 
that it is worthwhile to include the local community in the model for regional economic develop-
ment.  The newly added variables: at the individual level; Skills and Knowledge and at the level of 
the collective: Human Coordination was supported by the empirical material. It is an indication that 
including the new variables can give regional economic an extra dimension.  In this way we think 
that it becomes more explicit that “endogenous” means that the people, or variables closely related 
to them, should be more explicitly included in models trying to capture Regional Economic Develop-
ment or rephrased as Local Economic Development
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We start with a description of regional economic devel-opment in which external 
and internal factors were both includ-
ed. later on the focus became more 
and more directed to the internal, en-
dogenous factors and external factors 
were excluded.  In almost all of these 
models, the local actors are still not 
part of the process of development and 
With the support of the empirical data 
from this region we can confirm that it 
makes sense to include the local com-
munity in the model for regional eco-
nomic development.  We will make 
clear the role of the local community 
of the investigated area with the help 
of our model and that it might be an in-
dication that including the new factors 
can give regional economic (rephrased 
in Local economic development) an 
extra dimension.
Literature review
Endogenous factors in regional eco-
nomic development.
Stimson et al. (2009), as reflecting in 
the best way the main stream of think-
ing in this field at the moment, mention 
that there are two different streams of 
theory that characterize today’s litera-
ture on economic growth theory. the 
first stream is the traditional neoclas-
sical economic growth theory, which 
is primarily based on the basic factors 
of production, specifically, the capital 
stock and the labor force. other impor-
tant aspects are internal growth, export 
base and economies of scale. In other 
words, this entails the quantitative as-
pects regarding economic growth. the 
second stream is the new growth theo-
ry, which makes a distinction between 
endogenous and exogenous factors. 
the term endogenous implies that eco-
nomic growth is influenced by the use 
of ‘investment resources’ generated by 
the economy itself, in contradiction to 
the reference made to exogenous fac-
tors. they build with this characteriza-
tion on the work of birkholzer (2005) 
and the World bank (swinborn et al., 
2006). also according to stimson et 
al. (2009), institutional and organiza-
tional structures play an important role 
it looks like that they are confronted 
with factors in the way it looks like top 
down effects. In this article, we want 
to include the actors more explicitly 
by paying attention to the capabilities 
of the people living in a region.  later, 
we will work this out on the individual 
level and on the collective level. In 
this way, we hope that our model will 
add to the discussions in the field of 
regional economic development.
based on a literature review we worked 
this out by introducing at the individ-
ual level for local actors “skills” and 
“Knowledge” indicating the capabili-
ties at the individual level and at the 
level of the collective we added for the 
capabilities “Human coordination”. 
With the help of these new variables 
we revised the model of stimson et al. 
(2009) into a new one.
In the second part of this research, all 
of these relevant factors were empiri-
cally investigated in looking at the In-
donesian seaweed market with a spe-
cific focus on the region of Baubau, 
sulawesi, a province in Indonesia. for 
the empirical component of this re-
search, semi-structured interviews in 
two regions of sulawesi were used for 
the main data collection and besides 
that interviews with educational and 
governmental institutions were also 
conducted.  We went to baubau and 
Wakatobi and visited four villages. In 
these villages we interviewed 18 re-
spondents and besides that we also in-
terviewed people from educational and 
governmental institutions in the cities 
of Jakarta, bandung and Yogyakarta. 
the people that were interviewed had 
a direct or indirect relationship with 
the region of baubau
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Resource endowments and market fit
The first dimension of the model used 
for this research is ‘resource endow-
ments and market fit’. For an economy 
to grow and perform well it must, first 
of all, possess sufficient resources. A 
second important aspect is the market 
fit that a region has with respect to the 
current market conditions. It is also 
clear that the capacity of local leaders 
to act and the capacity of institutions 
to be effective are highly dependent 
on the resources that are available to 
them. this is also the case the other 
way around. the more effective and 
efficient the leadership and institutions 
in a certain region, the better a region 
can act to increase its pool of resources 
and its capacity to serve current mar-
ket conditions. a region has a market 
fit when it can effectively compete 
with other regions to capture market 
share cooperatively outside and inside 
a certain region.
  
in the development of endogenous 
growth conditions. three main actors 
in that development of human resourc-
es are: (1) governmental agencies; (2) 
educational institutions; and (3) Inno-
vative firms and entrepreneurs.
stimson et al. (2009) attempt to model 
and measure the impacts of leadership 
on regional growth and development. 
according to them, there are four rel-
evant variables with regard to regional 
endogenous growth and development: 
Resource Endowments and Market Fit 
(quasi-independent variables), Lead-
ership, Entrepreneurship and Insti-
tutions (intervening variables). the 
first variable is quasi-independent be-
cause it states the current condition of 
a region’s economy, and it is seen as 
a given. the other three intervening 
variables are, according to the authors, 
the main variables that influence the 
endogenous development of the re-
gion. following is a short explanation 
of the four variables. below we pres-
ent the figure as introduced by Stim-
son   (stimson et al., 2009).
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source:  stimson, et al. (2009)
figure 1. endogenous variables and regional economic development
enhances effective leadership in a col-
lective context for regional economic 
development”. they also mention that 
it is important that a strong link exists 
between leadership and institutional 
considerations. In their words, “col-
laboration, trust, power distance and 
entrepreneurialism are products or 
outcomes of the interactions between 
leadership and institutions.” 
In addition, stimson et al. (2006) stat-
ed that:
“Leadership for regional economic 
development will not be based on 
traditional hierarchy relationships; 
rather, it will be a collaborative rela-
tionship between institutional actors 
encompassing the public, private 
and community sectors – and it will 
be based on mutual trust and coop-
eration.”
saddi et al. (2010) researched the lead-
ership qualities in order to conquer the 
present local challenges of political 
and economic transitions. It became 
evident that three certain qualities are 
especially important for leaders, spe-
cifically, farsighted vision, pragmatic 
openness and conscious presence. In 
the context of community leaders, it 
becomes interesting how this can be 
worked out.
Entrepreneurship
according to stimson et al. (2009), 
many authors use the terms leader and 
entrepreneur as synonymous. they 
state that both share the same charac-
teristics as risk bearing, initiative, de-
termination, vision, etc., but they can-
not be seen as the same. they argue that 
“acting on their own, entrepreneurs 
can advance products and industries 
and can be leaders within their range”. 
Leadership
according to stimson et al. (2009), 
leadership is a difficult term to define. 
there is no ideal concept for being or 
becoming a good leader, especially not 
when you look at regional economic 
development. In addition, the amount 
of research regarding leadership in re-
gional economic development and the 
nature of this leadership are scarce. 
When looking at companies with ex-
celling performance, leadership can be 
defined in terms of a person. However, 
for regional economic development, 
this is different. In this case, good 
leadership can be seen as an expres-
sion or a result of the collective action 
of a society or a group of people. the 
literature review shows that this lead-
ership potential, this community feel-
ing, has been captured in the concept 
of community leadership. “thus, in 
regional economic development, lead-
ership is usually seen not as a “starring 
role” but as a “collaborative” action 
(fairholm, 1994; Heenan and bennis, 
1999).
for regions to adjust to continuous 
changing circumstances, and thus be 
flexible and possess sufficient knowl-
edge, it is important to collaborate 
and create collective processes. that 
is why a strong connection between 
institutions and leadership will be im-
portant. 
according to stimson et al. (2009), 
community leadership with regard 
to regional endogenous growth has 
a strong link with entrepreneurship. 
they state that the desire of individ-
ual entrepreneurs “to collaborate – to 
work together – to create positive ex-
ternalities beyond their own self-inter-
est or profit is what generates and/or 
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stimson et al. (2009) also mention that 
the effectiveness of local governance is 
closely linked to leadership (especially 
leadership turnover), weak or ineffec-
tual leadership and inconsistencies and 
incoherence between the elected offi-
cials, politicians and bureaucracy with 
a region or country. In addition, uncer-
tainty can also be created by a lack of 
clear political goals and unclear divi-
sions of tasks between stakeholders 
and actors. this uncertainty (accom-
panied with a short-term focus) often 
results in increasing transactions and a 
region or city that is less competitive.
How endogenous is Endogenous?
coffey and polese (1984) stated that 
Endogenous means: (1) having an in-
ternal cause or origin; (2) not attribut-
able to any external or environmental 
factors; (3) confined within a group or 
society. In other words, it is important 
to keep in mind that the growth and 
development processes in the regions 
originate throughout the activities of 
the people living there. therefore, it 
will be relevant to include the local ac-
tors in our model. 
according to stimson et al. (2009), the 
four above mentioned variables are the 
most relevant with regard to regional 
endogenous growth and development. 
First, a region must have sufficient 
resources in order for it to grow and 
develop; and the current market must 
fit with the expectations of the main 
industries in the Indonesian fisheries 
and seaweed market. resource en-
dowments and market fit have a signif-
icant influence on how leaders act and 
on the effectiveness of institutions and 
vice versa. Second, it is important that 
there are people present who will come 
forth and act as strong leaders. How-
However, as the world became more 
integrated, and interdependencies as-
sume increasing importance, a separa-
tion of leadership and entrepreneurs 
becomes more apparent, especially 
when we are talking about carrying or 
taking individual economic success (at 
a business level) to the more complex 
level of the development of a region 
as a whole.”  the discussions on en-
trepreneurship become even more 
complex by extending this to social 
entrepreneurship. brouard and larivet 
(2010) define a social entrepreneur as 
‘an individual or group of individuals 
who act(s) as social agent(s) using en-
trepreneurial skills for value creation’.
Institutions and institutional factors
the role of institutions, especially in 
regional economic development, is 
crucial. Institutions provide the struc-
ture in which businesses and commu-
nities must operate. north (1990) adds 
that “Institutions reduce uncertainty 
by providing a structure to everyday 
life.” He continues, “Institutions, to-
gether with the constraints of econom-
ic theory, determine the opportunities 
of society (north, 1990: pp 20)”
according to stimson et al. (2009), 
institutions and institutional factors 
contain a wide variety of issues with 
regard to governance and government. 
they also mention that it not only con-
cerns the public sector but also the 
private sector, ngos, community ac-
tors and structures. these institutional 
factors provide the rule structures and 
the organizations within a society for 
it to operate. the functioning of these 
factors can have a big influence on 
how efficient and effective a society 
operates and on the competitiveness of 
these regional and national economies. 
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ables can be seen as an addition to the 
model of stimson et al. (2009) and are 
covering the capabilities of the local 
actors living the region. the variables 
and the corresponding literature will 
be further explained. The first vari-
able of skills and Knowledge, on the 
individual level, refers to the develop-
ment of one person is introduced as the 
capabilities. for skills and knowledge 
on the collective level, the way people 
organize the social-economic activi-
ties are introduced for the capabilities. 
this means it is about co-management 
and cooperatives or, in a more general 
label, human coordination. 
Skills and knowledge: Capabilities at 
the individual level
endogenous growth entails that hu-
man assets also play an important role 
in the development of a region. train-
ing and education are two crucial ac-
tivities that influence the development 
of skills and knowledge of people. the 
model of stimson et al. (2009) does 
not mention this variable separately. 
Instead, they consider that this vari-
able is already present in a develop-
mental region.  However, additional 
literature suggests that this variable 
alone also plays a crucial part in the 
development of a region. for example, 
smart (2005) mentions that, when 
looking at the commercial cultivation 
of seaweed, also called “phycoculture” 
(tseng and borowitzka, 2003),“train-
ing and education in alternative tech-
niques could prompt greater efficiency 
and yield but would need to be put in 
place by gos or ngos”.  
In eastern Indonesia, there are already 
some programs that could facilitate 
seaweed cultivators better by teaching 
them new skills and knowledge and 
ever, it is still difficult to define what 
good leadership is, especially with re-
gard to developing countries. In West-
ern countries, leaders can be defined 
in terms of a person, but in develop-
ing countries, good leadership is often 
a form of collective action carried out 
by local communities. Third, strong 
leaders must also be entrepreneurial, 
as well as the other way around. How-
ever entrepreneurship and leadership 
are not synonymous, they can share a 
lot of characteristics but their function 
in the local economic development 
process differs. It becomes even more 
interesting considering that, in europe, 
entrepreneurship is considered to be 
an individual activity, but in develop-
ing countries, most of the time, it will 
again be thought of more as a collec-
tive action. Fourth, institutions cover 
a wide variety of issues with regard 
to governance and government. the 
functioning of these factors can have 
a big influence on leadership and on 
how a region develops. 
stimson et al. (2009) clearly describe 
their endogenous variables as be-
ing crucial for the development and 
growth of a region. However, if we 
want to focus on the people in the local 
situation and attempt to change their 
situation for the better, then we be-
lieve we will need to add at least two 
variables to the model that are related 
to these people. Hence, we have added 
a combination of their knowledge and 
skills as well as the way they (are able 
to) cooperate.
Theoretical Reflection: How to in-
clude the local community?
In this section, two new variables will 
be introduced, Skills and Knowledge 
and Human Coordination. these vari-
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pomeroy (2001), government resource 
managers are often reluctant to share 
authority. this is not only to keep their 
own political power but also because 
these managers are somewhat skepti-
cal about the capabilities of local-level 
management. thus, part of the respon-
sibility to enable this collaboration lies 
in the hands of local actors. 
according to pomeroy (2001), “man-
agers’ reasons for skepticism include 
the local presence of appropriate 
knowledge on the part of the fishers 
and the ability of fishers to organize 
them to manage for long-term sustain-
ability.” He adds to this statement stat-
ing that “even in countries with high 
standards of education, it is true that 
fishers tend to have lower levels of ed-
ucation than the general population.”
Example 1 - The Philippines is one 
of the countries with the greatest 
numbers of fisheries with commu-
nity-based management and coop-
eration. However, one of the bigger 
problems with regard to this type of 
management is that fishers have dif-
ficulty in organizing themselves for 
collective action. Pomeroy (2001) 
mentions that “in reviewing the 
Philippine projects, it was found that 
fishers often recognize that a prob-
lem exists, they will discuss the situ-
ation among themselves, and they 
will discuss possible solutions to the 
problem, but very few groups of fish-
ers will take action to either formally 
organize themselves or to develop 
institutional arrangements (rights 
and rules).” His review (Pomeroy 
et al., 1999) also found that, in less 
than 20 percent of the cases, the fish-
ers actually took action on their own 
and took initiative to organize and 
develop institutional arrangements.
facilitate their access to capital. one of 
such programs is called pensa (pro-
gram for eastern Indonesia small and 
medium enterprise assistance) and, 
within this program, it is shown that it 
will be possible for a region to become 
involved higher up in the value chain 
if the farming industry expanded suf-
ficiently (Smart, 2005). 
smart (2005) also mentions the build-
up of human and social assets in a 
“phycoculture-economy”. according 
to him, a “phycoculture economy in-
cludes many people directly as paid 
laborers and family members, farm 
owners, middlemen and traders with 
secondary involvement including sup-
pliers of equipment, boats and onward 
transportation provision”. He adds, 
stating, “phycoculture provides a cash 
economy which can help preserve hu-
man assets by curbing the migration 
of the young seeking incomes further 
afield. The involvement of outside 
organizations can develop skills and 
knowledge through education and re-
search and introduce new techniques 
to make use of deeper unproductive 
areas, further developing the opportu-
nity for diversification into this occu-
pation.” 
Skills and knowledge for ways of co-
operating  
for creating ways of cooperating, it 
is important that the local actors that 
are involved in the process can be en-
trusted to manage their resources (ber-
kes, 1989). Therefore, first, it is most 
important that these local actors can 
manage themselves. otherwise, not 
much progress can be made in forming 
cooperation. second, it is also impor-
tant that the local government will also 
cooperate in this process. according to 
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ment.” pomeroy (1998) also mentions 
that community leaders, such as the 
mayor of a city or region (“bupati”), 
might not be the appropriate leaders 
for a co-management process. He con-
tinues with stating that a leader’s term 
of office is best to be limited. In this 
way, there are also chances for others 
to gain leadership skills, and it might 
reduce the possibility of corruption 
(Khan and apu, 1998). In addition, 
pomeroy et al. (1998) also mention 
that reliance on one individual to act 
as a leader can sometimes create prob-
lems. according to them:
“the external change agent must not 
act as a leader because the com-
munity will become dependent upon 
them. The community must develop 
local leadership itself. Training and 
education efforts must strive to build 
and develop leadership skills among 
a variety of individuals in the com-
munity so that the co-management 
activity does not become dependent 
on one person.” 
according to buhat (1994), forming 
a core group is strategic in identifying 
and developing leaders. the members 
of this core group can be drawn from 
committed individuals that consistent-
ly participate in the co-management 
process and who are concerned with 
sustainable resource management. 
previous research  has proven that 
leaders who are trained and recruited 
locally are a powerful force in mobiliz-
ing residents for collective endeavors, 
spearheading awareness campaigns 
and outreach efforts, and motivating 
stakeholders to take action (pomeroy 
et al., 1996; Katon et al., 1997).
pomeroy (2001) concludes his state-
ments about skills and knowledge to 
say that “information and education 
have proven to be an important inter-
vention in assisting fishers to take col-
lective action and cannot be divorced 
from the organizing work. fisher-to-
fisher transfer of knowledge and expe-
rience from fishers who have benefited 
from collective action to those con-
templating collective action is a useful 
education method.”also, uiterkamp 
and pennink (2012) made clear that 
the knowledge is an important factor 
in local economic development as it 
contributes to capacity development 
of individuals. 
Leadership
pomeroy et al. (1998) mention two 
factors that are crucial for the success 
of co-management; leadership and in-
centives. they state that leadership is 
very important, “local leaders set an 
example for others to follow, set out 
courses of action, and provide energy 
and direction for the co-management 
process. pomeroy’s research in 2001 
adds to this, stating that leadership is 
also one of the limiting factors to take 
collective action for fishers. He men-
tions that “no individual is willing to 
step forward to lead, there is no one 
in the community with enough cred-
ibility among the fishers to lead, or 
divisions within the community or 
group of resource users will not allow 
for a leader to emerge.” In addition, 
he mentions that “if enough initiative 
exists among the fishers, they may ap-
proach a supportive politician and ask 
for assistance, or they may contact an 
external change agent, such as a ngo, 
academic or research institution, to 
assist in community organizing and 
development of institutional arrange-
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economic incentives such as a higher 
income, food availability and protec-
tion of livelihoods are usually best for 
individuals in the system. economic 
incentives can also be important for 
resource stakeholders such as sea-
weed traders and processing factories 
because they are dependent on a fixed 
supply of seaweed products. for com-
munities that are currently performing 
activities other than seaweed cultiva-
tion, economic incentives can also be 
important. for example, resort owners, 
dive tour operators and managers of 
tourist-related businesses benefit from 
the preservation of coastal ecosystems 
and the maintenance of clean coastal 
waters. these have a direct bearing on 
the earnings they derive from different 
communities who patronize their busi-
nesses (pomeroy et al., 1998).
Human Coordination: Capabilities at 
the collective level
according to orogo (1994), creating 
ways of cooperating between the lo-
cal community with the governmen-
tal and educational institutions can be 
very convenient and “will provide and 
generate economic and business ac-
tivities for the community and coop-
erative”. He mentions that when small 
communities are working together 
in a good manner, it will create eco-
nomic strength and advantages by us-
ing organization, training and shared 
equipment. eley (2006) also mentions 
that “community level participation is 
essential to ensure that the new laws 
and legislations of the fishery are fol-
lowed”. He adds that “the danger of 
imposing a management regime is that 
the community will cause a degrada-
tion of lifestyle, nutrition and/or in-
come” and that “such an impact will 
almost certainly cause a loss of trust 
Incentives
The second factor influencing the co-
management process is incentives. 
pomeroy et al. (1998) stated that a 
process for co-management often in-
volves giving up individual short-term 
benefits in exchange for real and per-
ceived longer-term benefits. Pomeroy 
(2001) elaborated on the subject of 
incentives with mentioning “an incen-
tive, whether economic, social and/
or political, must be present, recog-
nized and agreed upon by the fishers. 
the incentive must exist on both the 
individual and group levels. there 
must be an inherent strategic benefit 
and advantage to engage in the new 
arrangement. the incentive cannot 
be imposed from outside but must be 
internally generated.” an appropriate 
incentive structure is very important. 
pomeroy et al. (1998) state, for exam-
ple, that “for a poor fisher with a fam-
ily to feed, the incentive structure to 
support and participate in co-manage-
ment must be clear and large. risk is 
involved for the individual in changing 
management strategy.” a way to see if 
an incentive structure really works in 
a community is when the members of 
a community invest resources (labor, 
money) in their own project. 
Example 2 - According to a review 
of projects in the Philippines (Pome-
roy et al., 1996), project failure oc-
curred most frequently when fishers 
did not perceive the same incentive 
for change as did the project imple-
menters. “Positive cultural attitudes 
toward efficacy of collective action 
were consistently related to percep-
tions of positive change resulting 
from the project.” In 1998 Pomeroy 
et al. elaborated on this factor. 
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when communities of fishers are left 
to their own devices, they can, under 
certain conditions, regulate access and 
enforce rules through social practices 
and community institutions and, con-
sequently, use fisheries resources sus-
tainably. He also adds to this statement 
that these informal and traditional 
management systems can be ineffec-
tive and inequitable. national govern-
ments are still failing to develop an 
adequate complement or substitute to 
these management systems, and sev-
eral government efforts in fisheries 
management in many southeast asian 
countries have been poor. according 
to him, fisheries management should 
not only be a governmental function. 
However, in most countries, there is 
almost no role for fishers or fisher or-
ganizations in the planning and man-
agement process. 
one of the main problems, according 
to dey and Kanagaratnam (2007), with 
regard to the management of fisheries 
is that it is still conducted in a central-
ized and top-down manner “focusing 
on objectives relating to fish resources 
and based exclusively on formal bio-
logical science (viswanathan et al., 
2003) and mostly disregards the ex-
periences of fishers (Degnbol, 2003)”. 
nielsen et al. (2004) also mention that 
“fisheries management, as it has de-
veloped with the modern rationality of 
industrialized societies (modern fish-
eries management), does not represent 
a solution either. this centralized (top-
down) fisheries management focusing 
on objectives relating to the fish re-
sources and based exclusively on for-
mal biological science is increasingly 
questioned in the societies in which it 
was developed. attempts to introduce 
such management in other environ-
and willingness to cooperate from the 
fisher folk of the respective communi-
ty and compromise the acceptance of 
the policies endorsed”.
smart (2005) also mentions a case of 
a cooperative of seaweed farmers and 
fishermen  that was set-up but eventu-
ally failed because of a lack of fund-
ing and grants from gos and ngos. 
this cooperative hoped to acquire 
money and equipment, but they never 
received a response on their applica-
tion. In baubau we saw that in the 
lerd project (2007) that was carried 
out by Itb and uog, the bappenas 
and the neso (see for a short descrip-
tion pennink, 2012) the lerd team 
did an enormous effort to inform the 
fisherman and were also able to help 
them to become more organized and 
this helped them in strengthen their 
position in the value chain of seaweed. 
according to baticados (2004), one of 
the main issues regarding the success 
of a cooperative is economic benefits, 
and they only form if “the sustain-
ability of their livelihood is seriously 
threatened”. baticados (2004) also 
mentions that economic benefits are 
not the only issue for success. cooper-
atives should also be “used as a source 
of information to protect and promote 
long-term sustainability through man-
agement of their resources”, and they 
should become an important part of 
the local management system by uti-
lizing their organizations skills “taking 
into account the socioeconomic and 
cultural needs of the community”.  
pomeroy (1995) also mentions that, 
according to recent research on the 
management of coastal fisheries in 
southeast asia and around the world, 
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agement, power sharing, leadership, 
dialogue, decision-making, knowl-
edge generation and sharing, learn-
ing, and development among resource 
users, stakeholders and government 
is provided and maintained. partner-
ships are pursued, strengthened and 
redefined at different times during the 
co-management process depending on 
the existing policies and legal environ-
ment, the political support of govern-
ment for community-based actions 
and initiatives, and the capacities of 
community organizations to become 
government partners.” looking at the 
statement mentioned above, the pro-
cess of co-management can be a long-
term, costly and complex endeavor. 
advantages of co-management
according to viswanathan et al. (2003) 
and pomeroy (2001), the potential ad-
vantages of community participation 
in management of fisheries include eq-
uity and efficiency. When communi-
ties are participating in management, 
it is more economical in terms of en-
forcement and administration than a 
centralized system. community par-
ticipation also entails a form of self-
management because the fishers will 
take responsibility for several man-
agement functions. In this manner, the 
community can develop a manage-
ment strategy that better meets local 
needs and conditions and are, in their 
perspective, more legitimate because 
members of local communities under-
stand their needs, opportunities and 
problems better than a random out-
sider. co-management can also avoid 
the problem of cultural differences 
because when the local communities 
are involved in the process, they will 
support and respect each other’s cul-
ture more. the participation of local 
ments have generally been without 
much success. such management sys-
tems are inherently unable to address 
the present problems of fishing com-
munities due to the ways objectives 
are defined, limitations in the knowl-
edge on which they are based and the 
top-down nature of implementation.” 
according to pomeroy (1995), there 
is a “growing realization of the need 
for increased participation by re-
source users in fisheries management 
and greater localized control over ac-
cess to the resources can be seen in a 
wide range of policies and programs 
throughout the southeast asia region”. 
He concludes this statement by men-
tioning that, in almost all cases, the 
future of community-based resource 
management “seems to lie in a form 
of co-management, a sharing of re-
sponsibility and authority for resource 
management between the government 
and the local resource users/commu-
nity”.  In his 2001 article, pomeroy 
proposed figure 1 as a model for the 
co-management of fisheries:
according to pomeroy (2001), “needs 
and demands within the small-scale 
fisheries sector also differ across re-
gions and no single management solu-
tion can be appropriate for all cases”. 
so, the process of co-management has 
to be seen as a process of resource 
management, constantly adjusting and 
maturing to changing conditions with 
involvement of aspects like democra-
tization, power sharing, social empow-
erment and decentralization. He addi-
tionally states that “co-management is 
not a regulatory technique but a flex-
ible management strategy in which a 
forum or structure for action on par-
ticipation, rulemaking, conflict man-
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each organization was employed on 
a full-time basis to initiate the proj-
ect. The three agencies shared equal 
responsibilities for decisions about 
the daily management and overall 
methodology of the project.” Cahill 
(2005) adds that the projects, so far, 
are a success but according to him, 
“each group has still a long journey 
ahead in terms of formalizing their 
business structure, securing grants 
or loans to improve production and 
sustaining relationships between 
the NGOs and government depart-
ments”. According to him, “the 
groups will still need on-going sup-
port from project workers for at least 
five years to conduct further train-
ing, monitoring and conflict media-
tion”. 
Decentralization and co-manage-
ment
“Decentralization refers to the sys-
tematic and rational dispersal of 
power, authority and responsibil-
ity from the central government to 
lower of local level institutions – to 
states or provinces in the case of fed-
eral countries, for example, and then 
further down to regional and local 
governments, or even to community 
associations.” (pomeroy, 2001)
Indonesia is a country with many di-
verse customs, cultures, coastal com-
munities and resources. It has a three-
tiered government system: central, 
provincial and local (districts and cit-
ies). siry (2006) mentions that Indone-
sia is currently entering the Reformasi 
era that began in 1999. this era has 
brought new models for the manage-
ment of Indonesian coastal zones. ac-
cording to siry, (2006), “coastal zone 
management in Indonesia is entering 
communities in the introduction and 
improvement of management strate-
gies can also reduce the amount of so-
cial conflict and maintain or improve 
social cohesion in the community.
Example 3 - A good example of a sus-
tainable and successful community 
management program can be seen in 
the Line Islands (Luxton and Luxton, 
1999), where a state owned corpora-
tion, ASC (Atoll Seaweed Company), 
invested money and trained local 
people to set-up their own farms and 
cultivated seaweed for the commer-
cial market. The ASC purchased all 
the grown seaweed by the farmers 
and later sold it on the internation-
al market. By training and educat-
ing the people through community 
management, the program became a 
self-funding co-operative that could 
provide for a sustainable livelihood 
for the community involved. 
Example 4 - Another example of a 
successful co-management program 
is mentioned by Cahill (2005). In his 
article, he mentions a project called 
JCPP (Jagna Community Partner-
ing Project), and it consists of four 
subprojects. One of these projects 
has also been initiated in Baubau, 
and the main aim of this project is 
“to develop group livelihood proj-
ects using the resources and skills 
already available within the commu-
nity”. Cahill (2005) uses a subproj-
ect that was initiated in the Philip-
pines in collaboration with the local 
government as an example. The staff 
of the projects was responsible for 
providing guidance on the action re-
search component of the project. Ca-
hill (2005) stated that “to facilitate 
collaboration between the imple-
menting agencies, one worker from 
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community participation and in a way 
that the poorer regions of a community 
benefit from this change in a sustain-
able manner (dey and Kanagaratnam, 
2007). this bottom-up approach of 
management will be the trend for the 
near future. 
Example 5 - The World Fish Cen-
ter already experimented with the 
concept of co-management in the 
late 80’s. These pilot activities were 
mainly focused on studying the del-
egation of management responsibil-
ity and authority between local-level 
institutions and the state-level insti-
tutions. The concept of co-manage-
ment fit as a sort of middle ground 
between the state-level concerns in 
fisheries management for equity and 
efficiency and the local-level con-
cerns for active participation, self-
governance and self-regulation. In 
1996, the World Fish Center began 
with a pilot of community partici-
pation called the Community Based 
Fisheries Management (CBFM). 
This approach was somewhat differ-
ent then the co-management concept. 
Co-management was more about 
the partnership between centralized 
government management systems 
with local institutions. CBFM tried 
to establish formal institutional ar-
rangements at community levels in 
collaboration with local NGOs and 
with the support of governmental 
institutions. This led to the estab-
lishment of community-led, women-
led and fisher-led community based 
organizations for the management 
of fisheries. This CBFM approach 
differs from the co-management ap-
proach on the level of participation 
of government and the stage when 
this government becomes involved in 
the process. The CBFM approach is 
a new phase as a result of two new 
laws.” (Law no.22 and no.25/1999, 
which was then revised as law no.32 
and no.33/2004). The contents of these 
laws emphasize the government’s de-
centralization process and are enhanc-
ing the role of the community in the 
management of resources. more spe-
cifically, these laws change the hierar-
chical relationship between the local 
and the provincial government. siry 
(2006) comments that “the local gov-
ernments, both kota and kabupaten 
(cities and districts), have become au-
tonomous and are no longer obliged to 
hierarchy report to the provincial gov-
ernment”. so, in other words, these 
laws give more power and authority to 
the local governments to manage their 
own resources in the most sustainable 
way.  
according to pomeroy (2005), more 
and more governments are committed 
to implement programs and policies of 
community-based resource manage-
ment and decentralization, especially 
in southeast asia. according to him, 
these programs cannot be implement-
ed in isolation because the planning 
and implementation of these programs 
requires “the development of new le-
gal, administrative and institutional 
arrangements to complement contem-
porary political, economic, social and 
cultural structures”. co-management 
is necessary for the implementation of 
these programs.  this means that the 
local fishermen will become part of the 
process and that they will be working 
in cooperatives with their own rights 
and responsibilities. therefore, it is 
necessary to face one of the biggest 
pitfalls with regard to this subject be-
cause new institutional arrangements 
need to be created that can sustain 
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framework for coordination, integra-
tion, and consistency in management 
and planning decisions; (2) creating 
a voluntary, incentive-based program 
for local integrated coastal manage-
ment at the city and district levels; and 
(3) general provisions relating to ad-
ministration and implementation, such 
as monitoring and evaluation, conflict 
resolution, and funding. 
Hence, the RUU Pesisir is a vital step 
in the development of the decentral-
ization process, and this act will play 
a strategic role in this process. ac-
cording to siry (2006), this is due to 
Indonesia having a limited amount of 
administrative resources and, there-
fore, not all marine and coastal man-
agement issues can be handled with 
the same degree of urgency. siry 
(2006) adds that most of these issues 
occur at the local level and require 
solutions that are tailor-made. the 
devolution of responsibility and au-
thority to local governments is, there-
fore, necessary for the management 
of the coastal zones in Indonesia. the 
lerd project in baubau has changed 
how the region is currently managed 
and the decentralization of the lga’s 
have a positive influence on how the 
region and its fisheries are managed. 
the people that were involved in the 
lerd project gained additional skills 
in managing a region like baubau in 
a different (more decentralized) way. 
In the long term it will lead hopefully 
to more economic growth in farming 
and fishing villages by decentralizing 
activities and by the active participa-
tion of local communities.
New and expanded model
after presenting the two new addi-
tional variables for this research, the 
mainly focused on the establishment 
and empowerment of local-level 
institutions through community-fo-
cused approaches with little support 
from the government. The process of 
co-management not only focuses on 
these issues but also looks at the es-
tablishment of partnership arrange-
ments between the local community, 
resource users (e.g. seaweed cultiva-
tors) and government institutions. 
(Dey and Kanagaratnam, 2007)
according to pomeroy (1995), com-
munity-based management systems 
have a long history in Indonesia, but 
current national laws in Indonesia do 
not recognize local community man-
agement systems with regard to fisher-
ies. these management systems have 
long been centralized in Indonesia. 
In 1994, a new program of poverty 
alleviation, called Idt (Inpres Desa 
Tertinggal, or in english: presidential 
Instruction on the less developed vil-
lage) was developed. this program 
was aimed at promoting the economic 
growth in farming and fishing villages 
by decentralizing and by the active 
participation of local communities. In 
many countries in southeast asia, in-
cluding Indonesia, there is an increas-
ing commitment of governments to 
decentralize policies and programs. at 
the moment, the Indonesian ministry 
of marine affairs and fisheries is in 
the process of enacting the RUU Pesi-
sir. according to siry (2006), the RUU 
Pesisir is going to play a central role 
with regard to the decentralization pro-
cess because “it encourages local gov-
ernments to manage their coastal zone 
and recognizes local communities and 
traditional rights”. three major topics 
are being addressed in this act (min-
istry of marine affairs and fisheries, 
2002), specifically: (1) Developing a 
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phasize the role that the local commu-
nity plays.  on the one hand, it is im-
portant for their role that the capacity 
of the local community develops and, 
on the other hand, that the way the lo-
cal community can be or is organized 
can be improved and can further con-
tribute to an increase in local econom-
ic development.
research MethoD
for the empirical component of this 
research, the main data collection is 
semi-structured interviews of local 
respondents in two regions and addi-
tional interviews with educational and 
governmental institutions.  We visited 
four villages in baubau and Wakatobi. 
In these villages we interviewed eigh-
teen respondents. this region was cho-
sen because of two reasons. baubau 
and Wakotobi are in the context of In-
donesia remote area’s with hardly any 
economic activities. this means that 
original model used by stimson et al. 
(2009) is modified and expanded. The 
first change that is presented is that 
Educational Performance is added to 
the variable Institutions. the second 
change is that the variables Entrepre-
neurship and Leadership are both sub-
variables of Skills and Knowledge. 
the third change is that the variable 
Human coordination is added to the 
model. the fourth change is that the 
variables, relevant to this research, are 
numbered in the model (no. 1-7). the 
numbers of the variable-boxes in the 
new model are synchronized with the 
paragraphs of the results part in the 
next section of this research. for un-
derstanding the new model, it is con-
venient to look at the model before and 
after reading the paragraphs. In this 
way, the impact that the variables have 
on becoming a competitive, sustain-
able and entrepreneurial region will be 
illustrated in the model.  With the help 
of these modifications, we want to em-
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figure 2. an expanded model on local economic development
coming up with new factors based on 
the empirical data collected with the 
help of semi-structured interviews In 
the case of our research, we will pres-
ent an elaboration of these new, addi-
tional variables in the next section of 
this research.
Selection of regions
a sample of eighteen people has been 
interviewed from different social 
backgrounds and areas in the commu-
nity (i.e. educational, governmental 
and agricultural). Interviews with the 
seaweed farmers were conducted in 
the three main seaweed farming areas 
on baubau and Wakatobi. the villages 
that were visited are palabusa and su-
laa (on baubau) and Wangi Wangi (on 
Wakatobi). permissions for the inter-
views were requested from the local 
government officials. These local gov-
ernment officials also helped with the 
transportation to the relevant areas in 
baubau and Wakatobi. additonal in-
terviews with educational and govern-
mental institutions were also conducted 
on the island of Java, more specifically 
in the cities of Jakarta, bandung and 
Yogyakarta. the largest number of 
the people that were interviewed has 
a direct or indirect relationship with 
the region of baubau. many people in 
Indonesia, especially in the somewhat 
poorer regions like baubau, cannot 
speak english. a translator was neces-
sary during the interviews in order to 
understand what the respondents said. 
at times, a secondary translator was 
used because of the different dialects 
the people are speaking in the regions. 
the primary translator knew about the 
research topic of this paper and, there-
fore, had some knowledge about how 
to ask the questions and what kinds of 
answers were expected. the complete 
models of regional economic devel-
opment will be very relevant to de-
scribe the situation there. the second 
reason that supports this classification 
is that the commodity we focus on is 
the seaweed production, an activity 
mostly done by local people with me-
diocre or even poor economic condi-
tion. this reinforces the need to have a 
closer look at these situations in terms 
of regional economic development. 
the interviews consisted of a set of 
information based objectives (sub-
categories). each interview was con-
ducted in a different manner based on 
educational or social background in 
order to get the best information on 
the local seaweed industry. for the in-
terview, 44 questions were asked, di-
vided into 10 different subcategories 
related to the model used by stimson 
et al. (2009): (1) role of local govern-
ment; (2) skills and Knowledge (addi-
tional variable); (3) firms’ strategies; 
(4) leadership styles; (5) leadership 
in the region; (6) rule structures; (7) 
turnover; (8) entrepreneurship; (9) 
Human coordination (additional vari-
able); and (10) region’s resources.
the two additional variables, skills 
and Knowledge and Human coordi-
nation, were added before conducting 
the empirical research. after studying 
the literature of stimson et al. (2009) 
and additional literature with regard 
to regional development, it seems that 
these factors play an important role 
with regard to the performance of the 
other variables. In addition, the influ-
ence of skills and knowledge in form-
ing human coordination will be ex-
plained. In qualitative research, this is 
the main result we can expect: explain-
ing the suggested new factors and/or 
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that is set by the local government is 
much too low. the local government 
must intervene more in this matter to 
improve the development in the re-
gion. for an illustration of how this 
can be done, the local government 
must look at their neighbors, the island 
of muna. It is important that the local 
government of baubau focuses its at-
tention more on the situation in muna 
because they are performing signifi-
cantly better than baubau in terms of 
production. However, baubau is only 
focusing its attention on its own in-
dustry at the moment. In the region of 
baubau, there are two different types 
of seaweed cultivators: the dependent 
and independent cultivators. the cur-
rent ratio in baubau at the moment 
is 60/40. The local government has 
good ties with the bigger industries 
in surabaya and makassar. these in-
dustries also invest themselves in the 
region. both the dependent and the 
independent are supported by the lo-
cal government. In addition, the local 
government is currently in the process 
of establishing a seaweed processing 
industry in the region. this will give a 
big boost to the economy in the region, 
and the local government must be the 
“director” of this change. 
another issue baubau is struggling 
with is that many valuable (skilled) 
people leave the region to seek bet-
ter employment elsewhere. the local 
government needs to look for more 
possibilities to keep these higher-edu-
cated people in the region. the local 
educational institutions also have a 
big influence on this matter. The lo-
cal people should not be taught how to 
work for other companies but should 
be educated in how to create their own 
businesses. In addition, greater women 
list of interview questions was also 
translated into Indonesian, and a copy 
of the list was provided to each person 
interviewed. 
resuLt aND DiscussioN
the variables mentioned in the new 
and expanded model will be investi-
gated in Indonesia. this will provide 
a quick view into the field of regional 
seaweed industries and variables that 
are related to the subject of regional 
development and endogenous growth. 
the results of this empirical research 
are mentioned below, and they are 
summaries of the interviews that were 
conducted in Indonesia. 
Market Conditions and Resource En-
dowments in Sulawesi
the standard of living in the region of 
baubau is very low. cultivating sea-
weed is a relatively profitable business 
in comparison with other businesses. 
the biggest problem is that the people 
do not know this. another problem is 
that they get extorted by local traders. 
The best way to fix these problems 
is to provide the local people with 
knowledge about seaweed cultiva-
tion and trading. An additional profit 
is that the quality of the seaweed will 
increase and, consequently, the prices 
of the seaweed will stabilize. 
The influence of China and Japan on 
this process is significant. At the mo-
ment, china and Japan are one of the 
main causes of the decrease of the 
seaweed quality because they import 
seaweed in large quantities without 
looking at its quality. The fluctuating 
price of seaweed is also an important 
concern with regard to the standard of 
living in baubau. the minimum price 
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cess (see satria and matsuda (2004)), 
it also becomes even more relevant 
to include the local communities and 
governmental institutions in the re-
gional economic development models.
the relationship between the cen-
tral and local government is also one 
of the aspects that requires attention. 
at the moment, the collaboration be-
tween the central government and the 
local governmental agencies seem to 
not be very effective. to strengthen 
the relationship between both govern-
ments, there is now a consensus to in-
volve more local communities in the 
decision-making process. this will 
positively influence the position of the 
seaweed cultivators in baubau as they 
will receive more direct benefits from 
production, and they can receive bet-
ter support and facilitation from both 
governments. 
In the past recent years, the local gov-
ernment spent significant time and ef-
fort in improving the infrastructure in 
the region. this will attract more local 
and foreign investors because baubau 
now has a better distribution network. 
the local government is also increas-
ingly collaborating with south Korea. 
this will create more investment and 
recreational opportunities for the re-
gion and it will assist in further devel-
oping the region.
the local government does not support 
seaweed cultivators in a financial way; 
the only facilitation they receive is in 
terms of training and material; how-
ever, this facilitation is not enough. 
people need to be encouraged to cre-
ate their own businesses, and the only 
way to do this is to train and educate 
these people. 
involvement in the local seaweed in-
dustry could develop more possibili-
ties for the region.  
the current market conditions are quite 
positive, but they must be stabilized to 
further develop the region. the region 
of Baubau has sufficient resources for 
this to happen, but it has to find a way 
to use resources better. therefore, hu-
man assets need to be trained and kept 
in the region.  
Governmental Institutions in Su-
lawesi
Indonesia knows a long history of 
centralized power and strong hierar-
chies. but also already a long period, 
the Indonesian government is work-
ing on decentralization. Indonesian 
legislation is being amended and im-
proved. this will help  local govern-
ment institutions to regulate and man-
age their own autonomous regions. 
government institutions like the bap-
penas and local Bappeda offices help 
governments decide and plan what 
must occur to support the decentral-
ization process (e.g. by making use 
of lerd teams). However during the 
research, it became clear that much of 
Indonesian legislation is still focused 
on national level issues. at least there 
is almost no clear understanding of the 
legislation with regard to local indus-
tries such as the seaweed industries in 
regions like baubau and. satria and 
matsuda (2004) have done a much 
more in depth study of the process of 
decentralization 
legislation is one aspect of decentral-
ization; another aspect is the growing 
importance of the attention for the ac-
tors at the local level. If it comes to 
devolution in the decentralization pro-
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and training and education are lacking 
in this region. In order for this to hap-
pen, the people in the region should 
first be organized. Dealing with differ-
ent cultures, norms and values are also 
an important aspect in this matter. 
contradicting the expectations about 
local government support beforehand, 
a couple of courses and work pro-
grams were already put in place that 
helped the seaweed cultivators. the 
local government also helps the sea-
weed cultivators with supplies such as 
ropes and nets. on the contrary, what 
the local government does not do is 
to help the seaweed cultivators finan-
cially. the local government’s role in 
this matter is minimal. at the moment, 
they only set-up a minimum price for 
the seaweed crops, and they recently 
improved the infrastructure in the re-
gion.
corporate social responsibility (csr) 
is a new form of funding that provides 
new possibilities for underdeveloped 
people with regard to training and edu-
cation. one of the problems with csr 
is that people and companies do not 
know what it is. this is an issue for the 
government because they supervise 
what happens with the csr-assets. 
at the moment, the local government 
does not know how to manage this. 
another problem is that the concept 
of CSR needs to be redefined. In other 
words, from which companies do we 
get money? How do we measure the 
effectiveness of csr? and how can 
we improve the management of csr?
In the original model of stimson et al. 
(2009), skills and Knowledge are not 
mentioned as a separate variable. How-
ever, as mentioned above, the training 
Educational Institutions in Sulawesi
educational performance is a variable 
that was not separately mentioned by 
stimson et al. (2009) in their model. 
However, this seems to play a crucial 
role in the process of developing the 
region of baubau. more and more ed-
ucational institutions are showing an 
interest in this region and, therefore, 
a stronger collaboration with the local 
government is necessary. at the mo-
ment, research is being conducted in 
the region about improving the quality 
of seaweed. In addition, research has 
been done about how to influence peo-
ple from different cultures and make 
them less resistant to change. all of 
these developments will have a posi-
tive influence on the region. The cen-
tral and local government still needs 
to realize this. the amount of funding 
for research should also be increased 
to improve the quality of education in 
the region. 
educational performance in the region 
of baubau itself is quite low at the mo-
ment, and the quality of education is 
decreasing. educational institutions 
from outside the regions are showing 
an increasing interest in the region 
which is a positive development that 
should be encouraged more. for this 
to happen, educational institutions, the 
local government and the industries 
with its cultivators have to collaborate 
on a more intensive level.
Skills and Knowledge in Sulawesi
the additional variables skills and 
knowledge have a direct relationship 
with human capital. In the region of 
Baubau, human capital is sufficiently 
present. However, people need to be 
trained in order to develop and grow, 
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involved in the whole process from 
the cultivation, production and collec-
tion of seaweed to the distribution and 
selling of the crops. one of their main 
activities is training and educating the 
cultivators. thus, entrepreneurs are 
also involved in the development of 
skills and knowledge of human assets. 
entrepreneurs not only give train-
ing, they also receive it. these train-
ing sessions are organized by the lo-
cal government. therefore, the local 
government is also involved in the 
development of entrepreneurship in 
the region. However, they are only in-
volved in matters of training and edu-
cation. entrepreneurs do not receive 
any form of financial support from 
the government. that is why, for this 
country and region to develop further, 
it should also support entrepreneurs fi-
nancially. In order for this to happen, 
the government should first establish a 
good definition of the word ‘entrepre-
neur’. at the moment, the government 
has issues in organizing entrepreneurs 
because they often do not know which 
people to qualify for support. there-
fore, a clear definition of who qualifies 
as an entrepreneur is essential.
the variable entrepreneurship is men-
tioned as one of the key variables in 
the original model of stimson et al 
(2009), and, indeed, entrepreneurship 
can have a very positive influence on 
the development of this region. at the 
moment, however, entrepreneurs do 
not have a big influence on the growth 
of this region. for a change to happen, 
the government should redefine their 
policy with regard to the support and 
perhaps they should consider also to 
support more explicitly local entre-
preneurs or local actors who want to-
and education of human assets are one 
of the most important things with re-
gard of the development of this region. 
In the original model, only leadership 
and entrepreneurship are mentioned 
as variables. these variables should, 
however, be mentioned as an issue 
related to a more holistic variable, 
namely skills and Knowledge.   an-
other advantage of introducing skills 
and Knowledge is the opportunity to 
investigate the relationship between 
them more in depth. perhaps it will be 
fruitful to see the combination as relat-
ed to the balance between indigenous 
knowledge and external knowledge. 
Knowledge development is not just a 
matter of knowledge transfer (uiter-
kamp and pennink, 2012) but also of 
acceptance and embedding in indig-
enous knowledge as has been studied 
in the salmon fishery in alaska (paige 
et al., 2009; barnhardt, 2008). the role 
of that indigenous knowledge is also 
important in finding ways of improv-
ing the local economic development 
and, at the same, taking into consider-
ation the ecological environment in a 
local situation. It might be the case that 
the older indigenous knowledge can 
shed light on the directions of where 
to go and how to develop as has been 
researched on the salmon fishery in the 
north of america (alaska) by menzies 
and butler (2007) 
Entrepreneurship in Sulawesi
the term entrepreneurship and gov-
ernmental institutions have a strong 
relationship when looking at the re-
gion of baubau. the entrepreneurs in 
the region, in most cases, have worked 
or are still working for the govern-
ment. entrepreneurs play a very im-
portant role with regard to the seaweed 
industry in this region. they are often 
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to implement changes in the region. at 
the moment, the government is still 
in the process of involving more and 
more people in governing this country. 
this means that, in the long-term, this 
structure will become flatter. How-
ever, for the moment, this top-down 
structure fits the situation best.
the term leadership, just like entre-
preneurship, is also mentioned as a 
key variable in the original model of 
stimson et al. (2009), and, indeed, 
for the development of this region, a 
strong leader is very important. How-
ever, strong leaders are difficult to find 
in this country. 
Human coordination in Sulawesi
there are many relevant parties (e.g. 
government, educational institutions, 
local buyers and sellers, the commu-
nity) that influence the endogenous 
growth of the region of baubau. In 
order to develop this region even fur-
ther, the possibility of forming a co-
operative/collaboration between these 
parties can be very useful. the people 
within these parties are often already 
collaborating on some scale, however, 
for these parties to collaborate better 
with each other, legislation needsto be 
revised to structure this process better.
There are many benefits when all of 
these parties are working together such 
as reducing conflict, better distribution 
of information, and an easier acquisi-
tion of finance. At the moment, the lo-
cal government is already engaged in 
the development of cooperatives and 
is attempting to encourage and stimu-
late this processfurther.
the option of forming collaboration 
arose during this research. It became 
gether set  up business (group entre-
preneurship)
Leadership in Sulawesi
In order for the region of baubau to 
develop, it should establish collabo-
ration between the most relevant par-
ties in the seaweed industry. for this 
collaboration to succeed, the region 
should have a strong leader. Howev-
er, leadership is not one of the stron-
gest skills possessed by the people 
in Indonesia. normally speaking, the 
mayor (bupati) of a region should be 
in charge, but the Bupati’s influence 
on the region is currently too low. one 
of the problems is that the bupati does 
not have a good connection with the 
local people. another problem is that 
corruption also plays an important role 
with regard to the functioning of the 
local government.
the best leadership style that positive-
ly suits the region should be democrat-
ic. However, as mentioned before in 
this research, the education level of the 
people in this region is low. therefore, 
a large number of people in the region 
are not capable of making an informed 
decision. that is why the leader of 
this region should serve the interests 
of these people in the best manner 
with a strong vision.  the bupati can 
be this leader, and he should not only 
have the interests of the government at 
heart but, more importantly, he should 
also listen to the people in the region. 
but besides the bupati other leaders as 
well as informal leaders could fulfill 
this function as well.
as mentioned before, the local people 
are not yet able to handle a democratic 
leadership style. consequently, it is 
better to maintain a top-down structure 
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nomic activity, the bupati and his staff 
is involved in a positive way in this 
process. In this way the region has 
been developed. after some time, a 
replication of this study could show if 
the effects are also sustainable and if 
indeed the function of entrepreneur-
ship has been improved not just at one 
moment but also over a longer period.
coNcLusioN
the model on the next page depicts 
the variables that influence regional 
endogenous growth and development 
according to this research. the black 
boxes in the model show the variables 
that were also mentioned in the model 
of stimson et al. (2009). the white 
boxes show the additional variables 
that were added after performing this 
research.
The first box shows the amount of re-
source endowments and market condi-
tions. the region of baubau is one of 
clear that many parties are active with 
regard to the Indonesian seaweed in-
dustry and, in most cases, there was 
already some form of collaboration 
within these parties. forming a better 
collaboration between these parties 
should be the next step in developing 
this region further. 
More competitive region?
finally we have to pay attention to the 
dependent variable in our model: the 
region has become more competitive, 
at least in terms of entrepreneurship. 
our empirical research is based on a 
small number of respondents and the 
measurement was only at one moment 
in time so we have to be cautious on 
what we can say.  In baubau at least 
we can see that the position of the sea-
weed farmers in the value change has 
been improved. they are better orga-
nized and have more information. the 
local governmental agencies have a 
more positive attitude about this eco-
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figure 3. local economic development including  the capabilities of the 
local actors
stimson et al. (2009). In their model, 
the variables entrepreneurship and 
leadership play a crucial role in the 
process of regional endogenous de-
velopment and growth. However, this 
research showed that these two vari-
ables must be downplayed to the more 
holistic variable skills and knowledge. 
the variables leadership and entrepre-
neurship are part of the development 
of skills and knowledge in the com-
munity. the local communities must 
receive proper training and education 
to develop their own skills and knowl-
edge. at the moment, these people do 
not have sufficient opportunities to do 
this.
the fourth box shows the additional 
variable human coordination. In the 
original model of stimson et al. (2009), 
this variable is not included. However, 
by developing seaweed cooperations 
and performing community-based 
management, the most relevant parties 
with regard to the region’s seaweed in-
dustry can collaborate on a higher lev-
el. this will create more involvement 
of local actors in the development pro-
cess. the Indonesian government is 
currently in a process of decentraliza-
tion, which is still in its earlier stages. 
However, it can be seen as one of the 
first steps towards community-based 
management and the development of 
seaweed cooperatives. 
this research showed that not only 
quantitative economic factors (e.g., 
productivity, prices, and costs) are im-
portant for measuring regional devel-
opment. factors such as human capi-
tal, skills and knowledge also have 
a significant influence on regional 
development. these qualitative (en-
dogenous) factors are perceived as 
the poorest areas in Indonesia. fishing 
and seaweed cultivation are two of the 
main sources of income in this region. 
When looking at resource endow-
ments, the research showed that the 
resources are already there in terms 
of human capital and raw materials. 
a large number of the people that live 
in this region have a very low level 
of skills, and these people have never 
had the opportunity to receive a proper 
education. In other words, the amount 
of resources in the region is sufficient; 
the problem is that these resources are 
not managed properly.
the second box shows the institu-
tional performance in the region. this 
variable was also in the original model 
of stimson et al. (2009). However, in 
their theory, they only mention insti-
tutional performance with regard to 
the government. this research showed 
that educational institutions also play 
an important role when looking at the 
development of the baubau region. as 
mentioned previously, there are suf-
ficient human assets in this region. In 
order for them to develop, they need 
to be educated and trained. Hence, the 
addition of the variable educational in-
stitutions to the original model is jus-
tified. This research also showed the 
importance of a well-performing gov-
ernment on both the central and local 
levels. the Indonesian government is 
currently not performing well. to de-
velop regions like baubau, the central 
and local governments should perform 
better to support the process of decen-
tralization.
the third box shows the additional 
variable level of skills and knowledge 
in the community. this variable was 
not mentioned in the original model of 
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many forms. In western economies, it 
often comes in the form of one person. 
In third World countries, however, it 
arises through collective action instead 
of an individual action. In addition, 
many studies have tended to assume 
that entrepreneurs act and think simi-
larly no matter where they are globally 
located. However, the term entrepre-
neurship has many different defini-
tions. This makes it difficult for local 
governments to determine what defini-
tion to choose. the terms leadership 
and entrepreneurship have a complete-
ly different definition in an emerging 
economy like Indonesia when compar-
ing it with Western economies. In ad-
dition, the impact of culture on leader-
ship and entrepreneurship might also 
be an interesting subject to look at. 
this entails looking at religion, values 
and norms and the way these factors 
influence individual and organization-
al behavior. studying emerging econ-
omies not only contributes for better 
understanding these economies, but it 
also broadens the view of how change 
management should be perceived in an 
unstable environment. therefore, there 
is an extension and revision needed of 
already existing theories with the con-
sideration of new contextual variables. 
this also allows for researchers to de-
velop new theories and models. 
Limitations
one of the biggest struggles during the 
empirical research was the difference 
in education level. In the regions of 
baubau and Wakatobi, it is common 
that a majority of people leave school 
at a young age to start farming or fish-
ing. some of the initial questions on 
the interview list had to be simplified 
because, otherwise, they could not 
understand the question. also, some 
difficult to measure. When a region is 
able to effectively address these en-
dogenous factors, it will be more agile 
and rapid in responding to changing 
circumstances. the factors “skills and 
Knowledge” and “Institutions” were 
used to measure the impact that these 
factors have on the regional develop-
ment in baubau. the factor “skills and 
Knowledge” was further divided in the 
sub-factors “leadership” and “entre-
preneurship” and the factor “Institu-
tions” was divided in the sub-factors 
“government Institutions” and “edu-
cational Institutions”. It is, however, 
extremely difficult to measure the ef-
fect these factors and sub-factors have 
on regional development. the revised 
model that was used for this research 
should be made more specific to ac-
curately measure the impact that these 
factors have. 
conclusively, the variables mentioned 
above can play a crucial role in devel-
oping baubau as a competitive, entre-
preneurial and sustainable region. the 
entire process of getting the region to 
this outcome should be measured and 
evaluated on a regular basis. at the 
moment of this research we have seen 
that the conditions for a better entre-
preneurship in this region has been 
improved (local actors were more in-
formed, stimulated to be organized 
and increased support of local govern-
mental agencies). but in the long term 
this has to be investigated much more 
in detail and we hope that this model 
we developed will be helpful. 
Future Research
future research should look at what 
leadership and entrepreneurial be-
havior entails with regard to emerg-
ing economies as leadership comes in 
84
THE SOUTH EAST ASIAN JOURNAL OF MANAGEMENT © October 2013 • VOL.7 • NO.2
the locations to visit and the people 
that could be interviewed was mainly 
done by local government officials. On 
one side, this is very convenient, but, 
on the other side, it also caused some 
constraints because there were no op-
tions to conduct interviews outside of 
this selection. 
during the visits to the seaweed cul-
tivation areas, not many women were 
interviewed. seaweed cultivation is 
an activity where the whole family is 
participating. the somewhat heavier 
work, such as the harvest, is done by 
males. the slightly lighter jobs, such 
as attaching the seeds to the nets, are 
done by the women and children. for 
the research, it would have been inter-
esting to also interview women, how-
ever, during our visit; the harvesting 
season was almost over. therefore, 
not many women were present at the 
cultivation sides.
terms that were used in the english 
list of interview questions could not 
be translated into Indonesian. for 
example, a word like ‘phycoculture’ 
(the farming of seaweed for commer-
cial means) cannot be translated and, 
therefore, the translator was required 
to improvise which, consequently, 
caused the second problem.  
during the interviews, there was sig-
nificant dependency on the transla-
tor. first, the translator had to ask the 
questions in the right manner, or the 
questions would not be understood. 
second, the translator also had to give 
the right explanations for the answers 
to the questions, thus, he had to pro-
vide answers that could be used for 
the research. third, the translator only 
gave a summary of what the interview-
ee was saying. this reduces the quality 
of some of the questions and answers. 
the selection of interviewees was also 
quite unsystematic. the selection of 
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